DATA UPDATE T FOR 2026: DEBT AND
TAXES!

”Neither a borrower nor a lender be”



DEBT ENTERS THE PICTURE:

= In my last two data updates, I focused first on hurdle rates, in my
fifth data update and then looked at profitability/return
measures in my sixth data update. Both can be affected by how
much debt companies choose to have in their financing structure,
and it did enter explicitly into my cost of capital calculations, both
through the costs of equity/debt and the mix of the two, and into
my accounting return calculations, at least for return on equity.

= In this session, I will start with an examination of the trade off
that all businesses face when it comes to choosing between
debt and equity to finance themselves and then look the debt
choices that companies made in 2025 to fund their operations.

= As with every other one of my data updates this year, Al enters this
conversation not only of the huge investments that are being
made into AI architecture, but also because a non-trivial portion

of this investment is coming from debt, with private credit as a
lead contributor.



DEBT VERSUS EQUITY: THE DIFFERENCES!

Debt versus Equity
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Destroyed) by future Growth Assets
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Equity ( Owner's funds )

Mostly

Always

Characteristics of Debt

1. A contractual claim on cashflows.
2. First claim, in operations and
liquidation

Characteristics of Equity

1. Aresidual,claim on cashflows.
2. Last claim, in operations and
liquidation.

Characteristics of Debt

1. Tax deductibility for interest

2. No active role in management
3. Finite maturity

1. No tax savings

3. No maturity specified

Characteristics of Equity

2. Active role in management




DEBT

VERSUS EQUITY: THE FICTIONAL TRADEOFES

Debt versus Equity: The lllusory Benefits

THE ILLUSORY FACTORS

ROE will generally
increase as you
borrow money, but
so will your cost of
equity.

Higher ROE
Using more debt in
funding investments
will increase ROE.

Lower Net Income
As you borrow, the
resulting interest
expenses will lower
net income.

As you borrow
money, you are
replacing more
expensive equity
with cheaper debt,
but increasing the
costs of both.

Net income will be
lower, but you will
also have less
equity invested iin
the business.

Your cost of debt
rises as you borrow
more, but it will still
be replacing more

expensive equity.

Cheaper Debt
Since the cost of Lower Ratings
debt is lower than Borrowing will
the cost of equity, lower bond ratings -
using more debt will & increase cost of
lower your cost of debt.
capital.
THE TRANSIENT FACTORS

debt/equity mix, in either direction:
- If equity is over priced and debt carries too high an interest rate, you will use more equity & less debt
- If equity is under priced and debt carries too low an interest rate, you will use more debt & less equity.

To the extent that your equity is mipriced or your debt carries the wrong interest rate, market frictions can affect your




Debt Pluses

DEBT VERSUS EQUITY: THE REAL TRADEOFY

Debt Minuses

THE REAL FACTORS

Higher cash flows
to equity from tax
savings on interest

Tax Benefits
Interest expenses are tax

Bankruptcy Cost
As you borrow

Higher costs for
both equity and
debt plus
higher risk of
failure.

| :

expenses or a deductible, while cash OIS, YO netoase

> your likelihood of
lower after-tax cost flows to equity are not. distress
of debt. '
Disciplinary Tool

Fewer bad projects Having to make interest Aﬁgzggrggst
(earning less than [«—  expenses can make

the hurdle rate) will
be taken.

managers more
disciplined in project
choice.

stockholders have
different interests
and they will clash.

Higher interest
rates on debt
and more
restrictive
covenants.




DEBT VERSUS EQUITY: THE FRICTIONAL TRADEQFE

Debt Pluses Debt Minuses
If the tax benefits of Bankruptcy Dabt Sovenents s IR U
debit persist and Protection I-_er.Iders add flexibility gnd do not
bankruptcy costs |l Firms may be restrictive covenants || want to give lenders
are alleviated, you protected from default to debt agreeements, vela power.aver
Will Borrow. more. with bailouts and other and borrowers have decisionawik refuse
protections. little choice but to to borrow money.
accept them.
With subsidized ThSUbSidizfedd Eebt 0verpri°°d Equity
debt, you are ?):ossettoat beek;vr;‘ay Equity is overpriced Firms will take
Qegg?eztnfra:rged P e ey by provti,?ers (\r/'?i and | »| advantage by using
Mo} sl e ~ public market more equity t_o fund
) investors), making it their operations.
that you will not get government or bank cheaper
with equity. subsidies. )
Borrow money, Loss of Control Regulatory Firms that are close
even if it comes at a Issuing new equity Constraints to regulatory
high cost and puts can dilute ownership Equity issuances may minimums may
survival at risk, in || of a business and put be required tomeet [ .| 15y to raise more
order to maintain control (by founders regulatory restrictions equity to continue
control of business. and insiders) at risk. on minimug (book) operations.
equity.




R DEBT MIX OPTIMIZER

The optimal mix of debt and equity minimizes your cost of capital, if operating cash flows are

unaffected by leverage, and maximizes value, if operating cash flows change with leverage.

tax cost of debt

Bankruptcy costs are built into both the cost of equity the pre-

Tax benefit is
here

v

Cost of Equity

Weight of
equity

!

As you borrow more, he
equity in the firm will
become more risky as
financial leverage
magnifies business risk.
The cost of equity will
increase.

l

Y

rate)

Pre-tax cost of debt (1- tax

T

Weight
of Debt

As you borrow more,
your default risk as a
firm will increase
pushing up your cost
of debt.

At some level of
borrowing, your
tax benefits may
be put at risk,
leading to a lower
tax rate.

The trade off: As you use more debt, you replace more expensive equity with cheaper debt
but you also increase the costs of equity and debt. The net effect will determine whether
the cost of capital will increase, decrease or be unchanged as debt ratio changes.




DEBT AND TAXES: THE TAX RATE QUESTION

1. Marginal Tax Rates: The marginal tax rate reflects taxes paid
on the last dollar of taxable income, and thus comes from the
statutory tax code of the domicile that the business operates
in. While there are a few companies that try to report these
tax rates, you are more likely to uncover them by going into
the tax code.

2. Effective tax rates: The effective tax rate is an accounting
measure, reflecting the taxes paid and taxable income line
items in the income statement, which follows accrual
accounting principles.

3. Cash tax rates: The cash tax rates also come from accounting
statements, with the information in the statement of cash
flows used to convert accrual taxes paid to cash taxes paid,
and are reflective of what companies actually pay to
governments during the course of the year.




MARGINAL TRX RATES IN 2025
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Country Corp Tax Rate Country Corp Tax Rate Country Corp Tax Rate Country Corp Tax Rate Country Corp Tax Rate Country Corp Tax Rate
‘Afghanistan 20.00% _|Canada 26.14% | Gabon 30.00% _|Latvia 20.00% _|Panama 25.00% _|Sudan 35.00%
Aland Islands 20.00% | Cayman Islands 0.00% __|Gambia 27.00% _|Lebanon 17.00% _|Papua New Guinea 30.00% _|Suriname 36.00%
Albania 15.00% __|Central African Republic 30.00% _|Georgia 15.00% __|Lesotho 25.00% __|Paraguay 10.00% __|Swaziland 25.00%
Algeria 26.00% _|Chad 35.00% | Germany 2093% _|Liberia 25.00% _|Peru 29.50% _|Sweden 20.60%

34.00% _|Chile 27.00% _|Ghana 25.00% _|Libya 20.00% __|Philippines 25.00% 19.61%
Andorra 10.00% _|China 25.00% _|Gibraltar 15.00% _|Liechtenstein 12.50% _|Plurinational State of Bolivia 25.00% _|Syrian Arab Republic 25.00%
Angola 25.00% | China (HongKong) 1650% _|Greece 22.00% _|Lithuania 15.00% _|Poland 19.00% _|Taiwan 20.00%
Anguilla 0.00% __|China (Macau) 12.00% _|Greenland 26.50% _|Luxembourg 24.94% _|Portugal 3150% _|Tajikistan 18.00%
Antigua 25.00% | Colombia 35.00% _|Grenada 28.00% __|Madagascar 20.00% _|PuertoRico 37.50% | Thailand 20.00%
Argentina 35.00% | Comoros 50.00% | Guam 21.00% __|Malawi 30.00% _|Qatar 10.00% __|NorthMacedonia 10.00%
Armenia 18.00% _|Congo 28.00% | Guatemala 25.00% _|Malaysia 24.00% __|Republic of Korea 26.40% __|Timor-Leste 10.00%
Aruba 22.00% | Cooklslands 20.00% | Guernsey 0.00% _|Maldives 15.00% _|Republic of Moldova 12.00% _[Togo 27.00%
Australia 30.00% _|CostaRica 30.00% _|Guinea 25.00% _ |Mali 30.00% _|Romania 16.00% _|Tokelau 0.00%
Austria 23.00% _|Cotedivoire 25.00% | Guinea-Bissau 25.00% |Malta 35.00% _|Russian Federation 20.00% _|Tonga 25.00%
Azerbaijan 20.00% _|Croatia 18.00% _|Guyana 25.00% _|Mauritania 2500% _|Rwanda 28.00% i Tobago 30.00%
Bahamas 000% __|Cuba 35.00% _|Haiti 30.00% _|Mauritius 15.00% _|Saint 0.00% __|Tunisia 15.00%
Bahrain 000% __|Curacao 22.00% _|Honduras 30.00% _|Mexico 30.00% _|SaintHelena 25.00% | Turkey 25.00%
Bangladesh 27.50% _|Cyprus 12.50% _|Hungary 9.00% _|Monaco 25.00% _|saint Kittsand Nevis 33.00% _|Turkmenistan 8.00%
Barbados 9.00% _|Czechia 21.00% |iceland 21.00% _|Mongolia 25.00% _|saint Lucia 30.00% _|Turksand Caicos Islands 0.00%
Belarus 25.00% | Democratic Republic ofthe Congo | 30.00% _|India 30.00% _|Montenegro 15.00% __|Saint Martin (French Part) 20.00% _|Uganda 30.00%
Belgium 25.00% | Denmark 22.00% _|Indonesia 22.00% _|Montserrat 30.00% _|Saint Vincent and 28.00% | Ukraine 18.00%
Belize 0.00% __[Djibouti 2500% _[Irag 15.00% _|Morocco 33.00% _|Samoa 27.00% _|United Arab Emirates 9.00%
Benin 30.00% | Dominica 25.00% _|Ireland 12.50% 32.00% _|SanMarino 17.00% __|United Kingdom 25.00%
Bermuda 0.00% __|Dominican Republic 27.00% _|1slamic Republicofiran | 25.00% | Myanmar 22.00% | Sa0 Tome and Principe 25.00% | United Republic of Tanzania | 30.00%
Bhutan 25.00% | Ecuador 25.00% _[IsleofMan 0.00% __|Namibia 32.00% _|SaudiArabia 20.00% | United States of America 25.63%
Bolivarian Republic of Venezuela |  34.00% _|Egypt 2250% _|[Israel 23.00% _|Nauru 25.00% _|Senegal 30.00% |\ Virginslands | 23.10%
Bonaire, Sint Eustatiusand Saba | 25.80% _|El Salvador 30.00% _[italy 27.81% _|Nepal 25.00% _|Serbia 15.00% _|Uruguay 25.00%
Bosnia and Herzegovina 10.00% __|Equatorial Guinea 35.00% _|Jamaica 25.00% 25.80% 25.00% | Uzbekistan 15.00%
Botswana 22.00% _|Eritrea 30.00% _|Japan 2974% | New Caledonia 30.00% _|SierraLeone 25.00% _|Vanuatu 0.00%
Brazil 34.00% _|Estonia 20.00% _|Jersey 000% __|NewZealand 28.00% _|Singapore 17.00% _|VietNam 20.00%
British Virgin Islands 0.00% __|Ethiopia 30.00% _|Jordan 20.00% _|Nicaragua 30.00% _|Sint Maarten (Dutch part) 34.50% | Wallisand Futuna Islands 0.00%
Brunei 18.50% inas) 26.00% 20.00% _|Niger 30.00% _|Slovakia 21.00% _|Yemen 20.00%
Bulgaria 10.00% _|Faroe Islands 18.00% _|Kenya 30.00% _|Nigeria Slovenia 22.00% _|Zambia 30.00%
Burkina Faso 27.50% Micronesia 30.00% __|Kiribati 30.00% _|Nive 30.00% __|Solomon Islands 30.00% _|zimbabwe 24.72%
Burundi 30.00% _|Fiji 25.00% _|Kosovo 10.00% _|NorthernMarianalslands | 21.00% _|SouthAfrica 27.00%
Cabo Verde 21.42% _|Finland 20.00% _|Kuwait 15.00% | Norway 22.00% _|SouthSudan 30.00%
Cambodia 20.00% _|France 25.83% _|Kyrgyzstan 10.00% _|Oman 15.00% _|Spain 25.00%
Cameroon 3300%  |FrenchPolvnesia 2500%  Ilaos 2000%  |Pakistan 29.00%  Isrilanka 30.00%




EFFECTIVE AND CASH TAX RATES IN 2025

SubGroup ____ |#firms| Marginal | Effective | 1stQuartie | Median | 3rd Quartile | 1stQuartie | Median | 3rd Quartie | >Effective | <Effective |
49
inda [ 5170] 30.00% | 2233% [ 3000% | 30.00% | 30.00% | 21.85% | 2538% | 27.79% | 82.92% | 17.08% |
Japan | 3,965] 29.74%

26.49%
10,367| 23.12%
25.00%
25.00%
48,156 _25.03%

In 2025, the average cash tax rate across companies
with taxable income was 25.86% (21.02%) for global
(US) firms, about 1% higher than the effective tax
rate in both cases.
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DEFRULTS

THE DEFAULT & DISTRESS LANDSCAPE

IN 2025

Corporate Loan Default Rates for US Companies - 1985 - 2025
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WITH CONCERNS UNDER THE SURFACE

= While the low defaults in 2025 were a positive sign for lenders,

especially given the economic turmoil created by tariffs and
trade wars, there were some worrying trends as well.

= During the year, Moody’s estimate of the probability of default
at US companies spiked to 9.2% in May 2025, a post-2008
high.

= On the bond ratings front, you had more ratings downgrades
than upgrades during 2025, estimates of the probability of
default spiked during the year and almost $60 billion in

corporate bonds slipped below investment grade during the
year.

12



THE BOND RATINGS PICTURE IN 2025

Eastern
Africa and |Australia EU & Europe & Latin America United
Middle East| & NZ |Canada| China |Environs| Russia India Japan | & Caribbean |Small Asia UK States Global

AAA 0 0 0 0 0 0 0 0 0 0 0 2 2
AA+ 0 0 0 1 3 0 0 0 0 1 0 2 7
AA 0 0 0 0 10 0 0 0 0 3 0 4 17
A+ 6 1 8 10 35 0 0 14 1 3 4 17 99
A 8 3 5 17 24 0 1 22 4 9 8 45 146
A- 11 12 6 19 56 0 3 22 i 21 9 80 246
BBB+ 10 10 11 19 80 il 1 9 13 15 19 129 317
BBB 1 14 16 23 69 0 21 11 22 27 20 165 389
Investment Grade 36 40 46 89 277 1 26 78 47 79 60 444 1223
BBB- il 6 15 19 61 2 2 0 24 13 9 113 271
BB+ 3 2 5 2 37 1 3 4 7 7 5 117 193
BB 2 0 4 4 31 2 0 1 22 1 3 112 182
BB- 3 1 14 4 20 1 2 1 10 4 6 91 157
B+ 2 1 15 2 7 0 2 0 5 2 3 88 127
B 3 1 9 2 5 0 0 0 3 2 5 59 89
B- 8 0 3 0 7 0 0 2 8 0 3 25 56
CCC+ 0 0 0 0 4 0 0 0 0 0 2 23 29
CcC 0 0 1 0 2 1 0 0 0 0 0 4 8
CCC- 0 0 0 0 0 0 0 0 0 0 1 0 1
CC 0 0 1 0 0 0 0 0 0 0 0 0 1

D 0 0 0 0 0 0 0 0 0 0 0 1 1
Below Investment Grade 28 11 67 33 174 7 9 8 79 29 37 633 1115

ot Rated 488 46 6 8 4 879 854 0 88 4,906 4

% of rated w/ investment grade 56.25% | 78.43% |40.71% | 72.95% | 61.42% 12.50% 74.29% | 90.70% 37.30% 73.15% | 61.86% | 41.23% 52.31%



DEBT BURDEN MEASURES

Measuring the Debt Burden

Debt to EBITDA = Total
Debt/ EBITDA

Interest Coverage = EBIT/
Interest Expenses

i

Relative to operating cash
flow

Relative to operating
income

A

A

Gross Debt =
Interest Bearing
Debt + Lease
Debt

Debt Due (Interest

bearing & Lease
Commitments)

Interest Expenses &

Current year Lease
Payments

\

Relative to Total Capital

[

Debt as % of Market Capital
= Debt/(Debt + Market Value

of Equity)

Net Debt =
Interest Bearing
Debt + Lease
Debt - Cash

Debt as % of BookCapital =
Debt/(Debt + Book Value of

Equity)
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DEBT COMEORT METRICS IN 2025: BY SECTOR

| |Aggregated Values_____|interest CoverageRatio |  [DebttoEBITDA | |
Debt/EBITDA
249 | 275 | 760 | 4189 | 021 | 151 | 426 |
349 | 230 | 625 | 2171 | 066 | 247 | 534 |
: 296 | 776 | 2040 | 038 | 186 | 438 |
Energy | :
325 | 953 | 4277 | o021 | 156 | 398 |
284 | 802 | 3028 | 045 | 196 | 477 |
- 1530 | 6844 | 024 | 133 | 395 |
-

- 156 | 295 | 750 | 144 | 604 | 1176 |
-
| 259 | 726 | 2845 | o037 | 201 [ 532 |
-
| | AggregatedVaues | InterestCoverageRatio |  DebttoEBITDA |

# firms | Int Cov Ratio Median 3rd Quartile
: 603 | o078 | 330 | 576
464 | 1386 | 167 | 320 [ 571
13 | 249 | 329 | 6.93 4.11
4.11 3.24
inancials NA NA
.86

les

4

| NA_ |
1178| 678 | 293 | 179 | 520 | 1164 | 050 | 248 | 432 |
ndustrials | 796| 512 | 319 | 273 | 658 | 1288 | 105 | 229 | 8372 |
nformation Technology | 706| 1838 | 1.36 | 295 | 733 | 1955 | 056 | 208 | 432 |
Materials 273| 543 | 268 | 237 | 452 | 1205 | 124 | 292 | 451 |
603 | o081 | 169 | 284 | 487 | 635 | 955

tlities 561 | 221 | 262 | 307 | 482 | 540 | 601

Global 6006l 686 | 587 | 201 | 455 | 1186 | 135 | 346 | 839 |

Energy |
Materials |
Global |



DEBT LEVEL METRICS IN 2025

Ag ated Values Aggregated Values Gross Debt to Capital (Book) Gross Debt to Capital (Market)

Gross Debt/Capital | Gross Debt/Capital Net Debt/Capital Net Debt/Capital
Primary Sector # 'Book 'Market) Book, 'Market, 1st Quartile Median 3rd Quartile 1st Quartile Median 3rd Quartile

Consumer Discretionary | 6.358] _ 4690% | 2221% | 87.45% | 1572% | 804% | 27.77% | 49.08% | 836% | 17.66% | 44.44%
Consumer Staples [ 3202]  4596% |  2035% [  3957% | = 1584% [ 573% | 2499% [ 4545% | 153% [ 1471% | 37.56% |
Energy | 1402] 3321% |  2326% [  2620% [ = 1421% | 292% [ 2218% | 4489% | 048% | 1428% [ 39.40% |
———————
4452  4078% |  1498% | = 3228% [  1013% | 252% [ 1554% | 37.92% | 050% | 6.39% | 2216% |
7| 4590% [ 2659% |  3672% |  1814% | 619% | 24.16% | 4550% | 247% | 1384% | 36.18% |
2

57
71
Utiities [ 902]  56.03% |  4522% [  5349% | = 4758% [ 16.13% | 4241% [ 5921% | 967% [ 3681% | 5593% |

us

Aggregated Values Aggregated Values Gross Debt to Capital (Book) Gross Debt to Capital (Market)

Gross Debt/Capital | Gross Debt/Capital Net Debt/Capital Net Debt/Capital
Book, 'Market) Book 'Market, 1st Q. 3rd Quartile 1st Quartile Median 3rd Quart:le

| 0.00% | | 47.20% |
m_m
___
78
Industrials [ 796]  5444% | = 17.98% [  4930% |  1561% [ 1497% | 3582% [ 5448% | 119% [ 1150% | 2960% |

41.42%

61.65% 43.23% 61.01% 50.99% 48.91% 58.85% 64.09% 24.75% 42.36% 51.70%
61.83% 26.02% 57.26% 25.16% 8.55% 30.93% 53.46% 0.33% 11.46% 35.95%
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Al — THE INVESTMENT SIDE

The Ramping up of Tech Cap Ex
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THE BIG MARKET DELUSION IN AI?

The Promise of Al: A "Huge" Winner(s)-take-alll Market

The Big Market Delusion

Investors, entrepreneurs and businesses perceive a big market opportunity
that has opened up (due to technology change or taste shifts).

Artificial intelligence [l Internet of things [l Blockchain [l Electric vehicles
I phy

ital Other

I Solar photov

VC, over confident in Entrepreneur, over confident
ability to pick winners that his/her offering will 29% 29%
succeed in big market
l Over estimates
chances of success,
p—rY expected growth &
Supplies capital erconfident profitability o= =
o Enirepreneur = e
AR TRRASION (ARaes heses an Iuieios mpsstssom Draws big investments in Al
Over estimates : '
chances of success, e
P = expected growth & —
Supplies capital erconfident profitability . >
Over\%ngdem —> Entrepreneur 2 g
: Over values/prices business based on inflated expectations % )
L Over estimates é Fr
. chances of success, s 000
. — expected growth & o —_— I
. Supplies capital erconliden ofitabili e I
Overconfident —»|  Entrepreneur 100 r y o . B l - — ‘ : i
AN YOS INS SBNR QoS! R el sxpvcnion And Markets have gone along (for the moment)
Too much Big market will not
capital will be be big enough to
invested in too AGGREGATE accommodate all BADECE
many firms expectations
AGG\?(?SGA TE| TV .| ENTREPRENEURS pe

In the aggregate, the firms will be priced too high and there
will be a correction, where a few firms will emerge as
winners, many will fail, and the collective pricing will have
to adjust to reality.

Nasdaq
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Dax 40
Dow Jones

Industrial
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Al — THE FINANCING SIDE

Debt Issued during the year (in $ millions)

$180,000

$160,000

$140,000

$120,000

$100,000

$80,000

$60,000

$40,000

$20,000

$0

2015

2016

Debt Issuances at Big Tech

2017 2018 2019

mMeta mAmazon mAlphabet

2020

m Microsoft

2021 2022

mOracle mBroadcom

2023

2024

2025

19



PRIVATE CREDIT - A RISING FORCE!

The Rise of Private Credit
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WITH A LARGE AI FOOTPRINT.

Private credit is a key source of funding for Al firms' Graph 3

A. Direct loans to Al firms

B. Loans to Al firms are C. Spreads and maturities ~ D. More funds lend to Al

are growing fast? larger® are similar to non-Al loans*  firms; exposure is modest®
USD bn % % USD mn Years % pts %
200 8
0.6 150 6 6 15
150 6
0.4 100 4 4 10
100 4
i 5
50 ) 0.2 I 50 2 2
0 L lmnmiliEEEE C 00 | | 0 0 | 19 ol lalbanlanl ©
1517419 21 23:25 Other Al Other Al 13 16 19 22 25
B OQutstanding sectors sectors ~— Funds with any
amount (lhs) ® Secured share (lhs) Maturity (Ihs) Al exposure
= Share (rhs) ® Amount (rhs) ® Rate spread (rhs) — Average share of
Al lending

T "Al firms" refers to firms operating in the Pitchbook-defined verticals “Artificial Intelligence”, “Big Data” and "Cloud Tech”. 2 Outstanding
direct loan amounts to Al firms in billions of US dollars as well as share of total outstanding direct loans. * “Amount” is the size of the
average loan. “Secured share” denotes the proportion of loans secured by collateral. * “Rate spread” is the annual rate over the London
Interbank Offered Rate or the Secured Overnight Financing Rate. 5 Share of all private credit funds with loans originated to at least one Al-

related company in a quarter (red line) as well as share of total outstanding loan volumes to Al-related firms over total outstanding loan
volumes for the average fund (blue line).
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R STORM COMING?

= If you agree with my contention that companies are collectively
over investing in Al, driven by the bi% market delusion, there
will be a time when that delusion will dissipate, and markets

will have to correct.

= In an all or mostly-equity driven space, the pain will be borne
by shareholders or owners of these companies, but while painful to
them, its ripple effects will be limited.

= When debt enters the picture, as it has with some of the Al
investment, the effects of a correction will no longer be isolated
to equity investors in these companies, and as private credit
gets repriced (from the marking of debt down to reflect higher
default risk), the pain to the rest of the economy increases.

= Private credit has had a good run, in terms of delivering returns
to investors in it, but a shakeout is overdue, which will
separate the sloppy lenders from the good ones, and perhaps
shrink private credit to healthier levels.
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